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The el Ercumenits are the folliowing: .

-- The Ecvliete use herd currench grnings fcr politicel
gnZ ctlarncfestine uses thei we cropose; therefore we chould try to
Czrx therm nerd currency eazrnings.

2. FEexé currencies zre becoming increzsingly scarce for
tnhe Scviets: iiziting those earnings will impose heavy economic
cirdens cm the Seoviete, '

3. Purchezse 0f cheap Soviet ges will block the develovment
cZ szfetv-net measures zné zlternative scurces to protect
gzeinst & cas cuicts,

“he rezscrs these zre bazd arcunmente focllow, with mztching
nLiZbering.

: ' . ; - 25X1

1. Pol:t;cal\ ‘uses cf Soviet hardé currencv
€zrnincs that we oppose represent & snell fracticn, perhaps ten
mercent,* of the uses of those earnings. 4n effective embargo
micht cut-the earnings ov a2s much as forty percent. 1In

response to that, the Soviets micht cut & little from the small

budget of sensitive items, but only the lowest-priority uses.
Beczuse that progrem has z priority for them similar to their
Lilitary budget, they won't cut it back in any way that they
rerceive as harming their vital interests.

2. It is true that reducing trade with the Soviets would
iopose economic burderns on them: it would also impose burdens
On the Western economies. Just as trade increases the real
Tesources available to the Soviets, some of which they can
Gevote to their militarv, it increases the rea]l resources
gvailable to Western economies. With these extra resources,
the Western countries can better defend themselves. £An example
ie Soviet 0il ané gas exporis, which {apert from the good

ercunent notel zbove) iower world energy prices and so
strengthen Western econcmies. The thing to look zi is how the
. czins from trzde are divided between East and Wes:t. TIf it
Tz¥es semse i Irv 1o tili the ternme cf trade mcore in fzvor of
. tne west, an embarco is ot the wey to co about it.
2. Cheap Soviet gas will lower the cost of such safetv-net
ZEeesures &s ceg storage, eanc if the purchase lowers energy
Irices generalilv it will rrobebly &lso lower prices ©f o0il and
czs Crillinc eguipment. Therefore it is likely tc lower the
¢cst of develorping alternatives such s the Troil cas Ifielad,
II Western covernments respond retionally to the copertunity,
I will Pe chezpder zné therefore politically ezsier to take
ine necessary steps for energy security, whatever those steps
Tz De.  Tret ig, it will if sellinc cazs is the only way the
TirZerred from CIE dat:
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Tzviets intervene in energy markezs Rowever, 1f the Soviets
me&n T <cisript cll rmerxets and then threaten to cut off gas at
re cene tize lzpd LI they cen ¢o sc &t & prefiv), that's
ancther maetter; it is zlse ancther argument.

In sum, the last three arguments, alone cr in cecobinetion,
Zen't meke senmse. It mev well be the developing Trell field
ieg ear izportent, efficient part of z prudent safetyv-net procrarm
Icr Western energy security, and that the purchase of more .
Soviet ¢as would recduce that security intolerably, It mey elso
De thet rrucence recuires ar zllied embergo on all exports of
Sl &nd cas related ecuipment to the Sovie:t Eloc. The bad
arcuments wen't help ue et from here to there. )

Mecre detziled znzlvsis of these points is in the works.

-ne Iirst zttezched table shows Soviet revenue gains from oil
geupply disruptions in the pest ten years, and their hard
Crrrency arxs sales. The cecond etteched teklie shows
projections of Soviet haré currency earnings to 1920, with and
withouvt an ellieé embargo of oil znd gas eguiprnent &and
technology.
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(1) Acltnal
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Countrins
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607
865
865

1,664
1,766
4,110
5,900
6,976
J,i7o
12,7130
15,810

16, 004

Value of
Fxports

(I

Fxporla
World

value of USSR 0il}

to Free

Woi'ld Couhtries,
if no Supply
Disrupltions

($ million}

(3)

USSR Revenue Gotin

- from Supply
Disruptions
($ million)

{(4) ilar:l Carrency
Arms Sales
{S million)
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7g$_—~‘w_ﬁ?£§;;ﬂnt (bjrel: price Column (1) Column (l{'
Rel. Price Grows 10% Minus (2} (a} | Minus (2) (1)
per year

% 607 607 ] 0
| 865 865 0 0
865 B6sS 0 0
1,004 1,104 660 560
959 1,160 2,007 2,606
1,220 1,624 3,190 2,786
1,585 2,321 1,315 3,579
1,817 2,927 5,159 4,049
2,056 3,642 5,114 3,528
2,062 4,019 10,268 8,311
2,193 4,701 13,626 11,1n
2,213 5,218 13,791 10,786

1,200
1,500
1,500
1,700
5,500
3,300

5,000
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ECVIZT ZLEDT CURSIENCY TLRNINGS
;2illicn 1G8E1 US &)
. ZmTsm el (Gzs Szles
1883 1985 1990
Tctel, Cirrent Zccount 2.8 25 toc 34 22
cf which ' i
i} 11,5 l tc 10 0
Gas O L. 0 12.7
E Ne IZurther ces szles; effective COCOM Embarco
Cl &.i Cll &nc et tecnnclocy ané ecuipment
1e85 19¢0
Teotal, Current Account 25 to 34 20
of which
01l 1l +to0 10 -10
Gas 4.0 g.5
/L7832
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